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EXECUTIVE SUMMARY

My nameis TeresaK. (Terri) Million and | present the cost studies associated with the various remaining
issues for congderation in Part D of this Docket. My testimony provides support for the vaidity of Qwest
Corporation’s recurring and nonrecurring rates including the following:

UNE (Unbundled Network Element) platform;

Space Avalahility;

CLEC-to-CLEC Connections,

Channd Regeneration;

Remote Collocation;

Space Optioning;

OCn Terminations,

OC48 UDIT (Unbundled Dedicated Interoffice Transport);

Single Strand Unbundled Dark Fiber (UDF);

Vertical Festures,

Customized Routing;

Common Channd Signding;

Unbundled Packet Switching;

High Capacity Loops (OCn Loops); and

Various Nonrecurring Rates.
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IDENTIFICATION OF WITNESS

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Teresa K. (Terri) Million. My business address is 1801 Cdifornia Street, Room

4700, Denver, Colorado 80202.

PLEASE IDENTIFY YOUR EMPLOYER AND EXPLAIN YOUR POSITION AND

RESPONSIBILITIES.

| am employed by Qwest Services Corporation as a Director, Service Costs/Cost Witness in the
Policy and Law department. In this pogtion, | am respongble for preparing testimony and

presenting Qwest Corporation’s cost studies in avariety of regulatory proceedings.

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY BEFORE THE

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION?

Yes. | submitted direct testimony regarding the recovery of OSS (Operationd Support Systems)
cossin Part A of this docket, as wdll as direct and rebuttal testimony in Part B. In addition, | have

tedtified before this Commisson in both Parts A and B.
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PURPOSE OF TESTIMONY

WHAT ISTHE PURPOSE OF YOUR TESTIMONY IN THISPROCEEDING?

The purpose of my testimony is to present Total Element Long Run Incrementd Cost (TELRIC)
data in support of each of the various remaining issues to be addressed in this phase of the cost
docket. This data forms the bass for recurring and nonrecurring codts for the pricing proposas
outlined in the testimony of Ms. Kathy Madone and Mr. Robert Kennedy. Exhibit TKM-28
summarizes the results of the TELRIC studies that Qwest isfiling. The actua cost studies, modes,

and documentation are provided in my cost study workpapers.

TELRIC COST DATA

STUDIESFILED

WHAT TELRIC DATA ISQWEST FILING AT THISTIME?

Qwed is filing TELRIC dudies for numerous UNES and collocation services. These studies
provide cost data underlying the pricing of many of the SGAT UNE recurring and nonrecurring rate
eements. Specificdly, | am sponsoring studies that provide the cods for remaining eements that
were not addressed in Parts A, B or C of this docket. In addition, | am providing new
nonrecurring codsts for the Customer Transfer Charge (CTC) and UNE-Platform (UNE-P) for

Pan Old Teephone Service (POTYS) that reflect flow-throughs achieved by CLEC access to
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Qwest’'s OSS. Exhibit TKM-27 contains a complete listing of these eements, dong with a

summary of the cost study results.

IS QWEST FILING COPIES OF EACH TELRIC STUDY, ALONG WITH DETAILED

STUDY DOCUMENTATION?

Yes. My cost study workpapers include both paper and el ectronic copies of each cost study. The
electronic documentation (provided on compact disc) is being filed as Exhibit TKM-27. This
exhibit includes dl cost study cdculations (e.g., Exce soreadsheets) and methodology descriptions.
In addition, the workpapers include dl of the supporting investment and expense cost models
(aong with user manuals) used to caculate investments and expenses in the studies. These cost
dudies are individudly identified by exhibit number and cost study ID number, and will provide
interested parties with the opportunity to analyze cost calculations and replicate or revise the Qwest

sponsored TELRIC results.

WILL YOU DESCRIBE EACH TELRIC STUDY IN YOUR TESTIMONY?

No. My testimony will address the overdl costing gpproach employed by Qwest in developing
costs and highlight certain elements related to specific studies. The study workpapers provide the
specific sudy documentation and methodology descriptions for dl of the TELRIC studies filed in

this proceeding.
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SUMMARY OF TELRIC PRINCIPLES

PLEASE PROVIDE A SUMMARY OF THE OVERALL ECONOMIC PRINCIPLES

THAT ARE APPLIED IN QWEST'STELRIC STUDIES.

The Qwest TELRIC studies identify the forward-looking long run direct costs that would result

from the provison of an interconnection service or network element, plus the incremental cost of
shared facilities and operations. These dudies identify total element costs — the average
incrementa cost of providing the entire quantity of the dement. The assumptions, methods, and
procedures used in Qwest cost studies are designed to yield the redigtic, mogt efficient forward-

looking cogts of replacing the entire telecommunications network (i.e. replacement costs).

HAVE YOU PREVIOUSLY PROVIDED A DESCRIPTION OF QWEST'S TELRIC

PRICING PHILOSOPHY IN THISDOCKET?

Yes. My testimony in Part B of this proceeding, as well as Mr. Thompson's testimony in Part A,
and Qwedt’s testimony in the prior cost docket (Docket Nos. UT-960369, et d.) have included
descriptions of the TELRIC principles Qwest adhered to in developing the cost sudies filed in this

phase of the proceeding.

HOW SHOULD THE QWEST TELRIC DATA BE UTILIZED IN THIS

PROCEEDING?
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The TELRIC data presented in my testimony should be used to set prices for UNEs and
interconnection sarvices. That is, this data should be used as the bass for the UNE and

interconnection service prices presented in the testimonies of Ms. Maone and Mr. Kennedy.

INVESTMENT MODELS

YOU MENTIONED EARLIER THAT THE INVESTMENTS FOR MOST UNES ARE
DEVELOPED USING INVESTMENT MODELS. PLEASE IDENTIFY THE MODELS

USED TO CALCULATE INVESTMENT IN THE QWEST TELRIC STUDIES.

Qwest uses severd different investment models to caculate UNE investments. UNE investments
represent the capital expenditures that would be necessary in order for Qwest to replace its
network facilities. This includes the dollars that represent the individua pieces of equipment that
make up the network (e.g., in the case of trangport, fiber cable, conduit and e ectronic equipment)
as wdl as the codts to ingdl the equipment. Although this Commission has aready determined
rates for many UNESs including the basic loop, trangport and switching eements, the models that
produce those rates adso provide investment inputs to Qwest’s other cost studies and models. For
example, OCn (Optical Carrier number) capable loop investments are developed in the Network
Access Channel (NAC) mode using investment inputs from the Loop modd. The UNE TELRIC

sudiesfiled in this proceeding cd culate costs using the following investment modes:

Loop Module (LoopMod);
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Switching Usage Modd (SUM);

Switching Cost Model (SCM) Features Module;

Dark Fiber Module,

OCn NAC Modd;

OCn Extended Unbundled Dedicated Interoffice Transport (E-UDIT) NAC Mode;
Sgnding (SIS) Modd;

Wholesale Cost Program (aso referred to as “WINPC3”); and

The Enhanced Nonrecurring Cost (ENRC) Modél.

Exhibit TKM-27 contains eectronic copies of each Qwest investment modd, aong with the model
documentation. The documentation describes the methodology used in each mode, dong with
ingtructions on how to run the model. The documentation for each TELRIC study describes the

invesment modds used in the calculation of costs for each dement.

OTHER COST METHODOL OGY ISSUES

COST OF MONEY

WHAT COST OF MONEY DOES QWEST UTILIZE IN THE TELRIC STUDIESYOU

ARE PROVIDING?

The Qwest TELRIC studies that | am providing use the 9.63% cost of money adopted by the
Commission in the Eighth Supplemental Order in Docket Nos. UT-960369, et d.. and utilized by
Qwest in Parts A and B of this proceeding. Qwest is ot proposing an adjustment to this cost of

money for purposesin Part D.
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DEPRECIATION LIVES

WHAT DEPRECIATION LIVES DOES QWEST UTILIZE IN THE TELRIC STUDIES

YOU ARE PROVIDING?

The Qwest TELRIC dudies that | am providing utilize the depreciation lives approved by the
Washington Utilities and Trangportation Commission on August 18, 1997, in Docket No. UT-
951425 as discussed a paragraph 217 of the Eighth Supplemental Order in Docket Nos. UT-
960369, et d. Agan, Qwest is not proposing to dter the depreciation lives approved by the

Commission for purposesin this Part D proceeding.

EXPENSE FACTORSAND COMMON COSTS

HAS THE WASHINGTON COMMISSION ESTABLISHED THE LEVEL OF

QWEST’'SEXPENSE RECOVERY IN PRIOR PROCEEDINGS?

Yes. In Washington, the factor for investment-related operating expenses (also known as Qwest’s
directly attributable expenses) has been approved by the Commission to be 19.62% of investment-
related costs.! The operating expenses are added to the capita costs to produce Investment based
and Direct cogts, then the Commisson-gpproved 19.62% is multiplied by the resulting amount to

produce the TELRIC for the network element.

! In the Matter of the Pricing Proceeding for Interconnection, Unbundled Elements, Transport and Termination, and
Resale, Docket Nos. UT-960369, et al., Seventeenth Supplemental Order: Interim Order Determining Prices; Notice of
Prehearing Conference (September 23, 1999).
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In addition, the Commission has determined that an appropriate share of common costs to alocate
to the TELRIC codts to yield the total cost (TELRIC plus Common) is caculated at 4.05% of
TELRIC. Qwest uses these gpproved factors in its cost studies to develop its recurring and

nonrecurring costs.

HAS THE COMMISSION RECENTLY CONFIRMED THAT THESE ARE THE

FACTORSQWEST ISREQUIRED TO USE IN ITSSTUDIES?

Yes. In its Thirteenth Supplemental Order in this Docket, rdeased January 31, 2001, the

Commission confirmed in its discusson of Collocation the gppropriateness of these same factors.

ANALYSISOF SELECTED COST DATA

UNE-PLATFORM

WHAT ISTHE UNE-PLATFORM (UNE-P)?

UNE-P involves the provison of UNE combinations to CLECs. The UNE platform conssts of
either 1) UNEs dready existing in combination to serve existing customers, or 2) combinations of
UNEs not previoudy combined to serve new customers. For example, UNE-P POTS service
includes the aggregation of UNESs that comprise basc exchange service, including the unbundled

loop, shared trangport and switching.
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WHY IS QWEST PRESENTING COSTS FOR UNE-P IN THIS PHASE OF THE

PROCEEDING?

Qwest presented nonrecurring rates for UNE-P POTS in Part B of this docket. Since then, Qwest
has developed nonrecurring costs for many other types of UNE combinations. In addition, the
rates proposed for UNE-P POTS (existing service) in Part B were based on the Commission's
previoudy established rates for the Customer Transfer Charge, less an amount the Commission
alowed for resde Operationa Support Systems (OSS) costs. Those rates for UNE-P POTS did
not reflect the flow-throughs? in the ordering process that Qwest expects to achieve. Therefore,
Qwest proposes to submit new rates for UNE-P in order to better reflect its forward-looking

expectations with regard to OSS in these nonrecurring rates.

WILL QWEST BE PROPOSING NEW RATES FOR THE CUSTOMER TRANSFER

CHARGE (CTC) ASWELL?

Yes. As discussed during Part B of this docket, the activities required to process a customer
trander in the resde environment are virtualy the same as those required to convert an existing

POTS customer from Qwest to a CLEC viaUNE-P. Therefore, Qwest will submit

2 In this context, flow-throughs represent the percentage of orders from CLECSs that are received into Qwest’s ordering
system in electronic format and are able to be processed electronically, without the need for manual intervention from
Qwest employees. The reciprocal of that represents the percentage of orders that “fall out” of the systems, requiring
manual intervention from Qwest employees.
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new rates for CTC that will also reflect the expected flow-throughs. The rates will differ from the
comparable UNE-P rates by the amount of the approved OSS cost for resde functiondity that is

currently included in the CTC charge.

WHAT NONRECURRING COSTS IS QWEST PRESENTING FOR THE UNE

PLATFORM?

Qwest has prepared a nonrecurring cost study that identifies the costs associated with the provison
of UNE-P for POTS (including Centrex, PAL and andog PBX), PBX DID Trunks, ISDN-BRI
and ISDN PRI. In addition, this study identifies the nonrecurring costs associated with providing
combinations of design type services. These cogts are summarized in Exhibit TKM-28, and are
cdculated in the ENRC sudy (Exhibit TKM-29, Study #5923) provided in my cost study

workpapers.

This cost study identifies the nonrecurring costs incurred by Qwest to convert existing customers

to UNE-P and the nonrecurring costs to provide new UNE-P service.

PLEASE DESCRIBE THE UNE-P POTS NONRECURRING COSTS FOR EXISTING

SERVICES.

The UNE-P POTS nonrecurring cost study identifies the nonrecurring costs incurred by Qwest to

convert an existing POTS service customer to UNE-P POTS. The costs are identified separately
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for mechanized and manua® orders and include the order-rdated costs incurred by the
Interconnect Service Center (“1SC”). For mechanized UNE-P POTS orders, ENRC assumes

that orderswill flow-through eectronicaly 95% of the time.

ARE THE NONRECURRING COSTS FOR THE OTHER UNE-P EXISTING

SERVICESCALCULATED USING A SIMILAR METHODOLOGY?

Yes. The UNE-P Existing nonrecurring costs for the PBX DID, ISDN BRI and ISDN PRI
elements are calculated in asmilar manner, but include additional work activitiesin the ISC, aswell
as the dedgn center. For example, a smdl percentage of ISDN BRI orders require manud
handling by the design center. These dements do not have a separate manua and mechanized
cost, and there is no flow-through assumed for the ISC in the study. Instead, as | discuss in more
detall below, Qwest has assigned Sx minutes of order processing time in the ISC, in order to be
congstent with previous Commission decisons on thisissue. Time estimates provided by Qwest’s
subject matter experts (SMES) indicate that the amount of time in the ISC for processing orders for
these dements is expected to range from 25.5 to 28.5 minutes for the first element ordered. Thisis
due to the complexity of the services being ordered. Although the ENRC reflects Sx minutes for
these functions, the back-up documentation (submitted as Exhibit TKM-C30) provides detailed

support for the activities and estimates of time that Qwest expects it to take to process orders.

3 Mechanized orders are those orders Qwest receives from the CLECs electronically, while manual orders are those orders
Qwest receives from the CLECs viafax.
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PLEASE DESCRIBE THE UNE-P POTS NONRECURRING COSTS FOR NEW

SERVICE.

The UNE-P POTS nonrecurring cost study aso identifies the nonrecurring cogts incurred by
Qwest to provide new service via UNE-P to a CLEC. In this case, the customer location does
not have existing service. The costs are identified separately for mechanized and manua orders
with a 95% flow-through assumption for mechanized orders. New UNE-P POTS service includes
the order-related costs incurred by the ISC and Loop Provisioning Center (“LPC”), dong with the

cost to place jumpersin the centrd office, and to digpatch field technicians, if necessary.

THE ENHANCED NONRECURRING COST STUDIES

PLEASE BRIEFLY DESCRIBE THE ENRC.

The ENRC is a collection of cost studies developed by Qwest designed to edtimate the
nonrecurring TELRIC for dl UNEs and interconnection services (Exhibit TKM-29). There are
some exceptions, for example, the CLEC-to-CLEC Connections study (Exhibit TKM-32, Study
#5928) calculates both recurring and nonrecurring costs. In addition, separate studies cdculate the
nonrecurring charges for Remote Collocation (Exhibit TKM-35, Study #5933), Space Availability

(Exhibit TKM-31, Study #5931) and Space Optioning (Exhibit TKM-34, Study #5930).
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The ENRC cdculates nonrecurring codts for provisoning and ingtdlation activities based on time
estimates and probabilities of occurrence of the tasks performed to accomplish each function. The

time estimates and probabilities for each task are presented in detail in the ENRC workpapers.

IS QWEST PROVIDING A MANUAL THAT PROVIDES A DETAILED

DESCRIPTION OF THE ENRC?

Yes. Qwest isincuding dectronic versons of user manuas for dl of its cost modes with thisfiling,
including the ENRC user manud that pertains to the ENRC modd, on the CD (Exhibit TKM-27).
The user manuals ingtruct the user about how the models work as well as how to make changesto

various inputs.

HOW ISTHE ENRC DESIGNED?

The ENRC calculates the direct nonrecurring costs for each UNE and interconnection service
based on time estimates to perform tasks, probabilities that tasks will be performed, and labor
rates associated with each job function. ENRC then applies expense factors to the direct
nonrecurring costs to provide the TELRIC for each UNE and interconnection service. Findly, an
alocation of common costs is assigned to each nonrecurring cost eement. In Washington, ENRC
applies 19.62% to the direct codts to caculate the TELRIC, and 4.05% to TELRIC to calculate

the common costs used to develop the total nonrecurring cost.
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DOESTHE ENRC ALLOW THE USER TO MODIFY INPUTS?

Yes. ENRC dlows the user to view the work times, probabilities, and labor rates and to override
these values if dedred. After al desred changes are made to the inputs, the user can easly

reca culate the ENRC to produce cost results based on the new user assumptions.

YOU MENTIONED THAT THE COSTS FOR UNE-P ARE DEVELOPED IN THE

ENRC. ISQWEST PRESENTING OTHER NONRECURRING COSTSIN PART D?

Yes. Qwest is presenting a variety of nonrecurring costs developed in the ENRC that have not yet

been addressed by this Commission..

HAS QWEST MODIFIED ANY OF THE INPUTS TO THE ENRC TO REFLECT

PREVIOUS COMMISSION DIRECTIVES?

Yes. Qwest reviewed its cost studies for compliance with the Commisson’s previous directives,
and adjugted the times in the current studies to reflect those required by the Commission in the
November 1999 filing, in compliance with the Eighth Supplementa Order.* As was the case in
Part B, Qwest has determined to adjust the nonrecurring costs submitted in this filing so that they
are consgtent with dl of the other nonrecurring costs previoudy submitted in the compliance filing.

Qwest has made these adjustments in spite of its bdief that those prior Commission requirements
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reduced order processing times in ways that are not consistent with Qwest’s actual experience. As
Qwest has dready explained in Pat B these reductions in order processng times reflect
hypotheticd efficiencies in order processing that Qwest does not currently experience, and that
may never be achieved. Qwest has made these concessions in order to minimize the aress of

dispute over its nonrecurring costs during this phase of the proceeding.

WHAT SPECIFIC CHANGES HAS QWEST MADE IN DEVELOPING ITS

NONRECURRING COSTS?

Firg, Qwest has adjusted the processing time to sx (6) minutes for each of the nonrecurring
charges where the ISC function is included in the cogt, except in the case of CTC and UNE-P
POTS, described above. For those eements, the current flow-throughs reflected in the ENRC
result in processing times well below sx (6) minutes. Second, Qwest’s nonrecurring charges
reflect a 15% probability that an order will require manud plant line assgnment® Findly, for
disconnections, the nonrecurring costs assume that a the centrd office frame two (2) minutes is

required to andlyze an order, and three (3) minutesis required to remove a jumper.

4 Eighth Supplemental Order: Interim Order Determining Pricesin Phase I1; and Notice of Prehearing Conference, Docket
No. UT-960369, et a. (May 11, 1998), a 1474.

5 This means that 15% of the time Qwest employees will have to manually assign a line to the CLEC, while 85% of the
time this function will occur mechanically with no intervention from Qwest employees.

6 Eighth Supplemental Order at 1473.
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ARE THE NONRECURRING CHARGES  SEPARATED BETWEEN
INSTALLATIONS AND DISCONNECTIONS AS REQUIRED BY THE

COMMISSION?

Yes.

DOES THE ENRC PROVIDE UNE COST RESULTSTHAT REFLECT THE PROPER

APPLICATION OF TELRIC PRINCIPLES?

Yes. Other than the adjustments dready dscussed, the ENRC contains inputs based on Qwest’s
current experience in processing orders and provisoning network plant. The Qwest nonrecurring
TELRIC dudies identify the forward-looking, nonrecurring costs that Qwest is likdy to incur in
provisoning UNES. These studies congder the actud processng and provisioning activities that
are ether in place today or scheduled to be implemented. The studies do not “assume away”
Qwedt’s red costs by modeling theoreticd provisoning methods based on future hypothetica
technologies or networks that are not deployed in Qwest’s territory. They do include changes
anticipated by subject matter experts in processng and provisoning. They dso include certain
assumptions and expectations for mechanization due to the development of OSS interfaces for use
by the CLECs. If the sudies use these assumptions, they produce results, as delineated in Exhibit
TKM-28, that properly reflect the TELRIC principles. These results should be used by the

Commission to set nonrecurring prices for UNES and interconnection services.
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WHY ISN'T QWEST SUBMITTING THE ELEMENTS FOR POLES, DUCTS,

CONDUITS, AND RIGHTS OF WAY AT THISTIME?

In working with the product management group and network organization to develop codts for the
poles, ducts, conduits, and rights of way eements that have not yet been addressed by this
Commission, the cost andyst determined that updates to these elements were necessary. Product
management and network convened a group of SMES to discuss the activities necessary for each
function, the times required to perform the activities and the probability that the activities would
occur. The process of gathering and analyzing data for each of these dements and determining the
proper forward-looking activities to include in the sudy was not concluded in time for this filing.
Therefore, Qwest is currently unable to submit codts for the remaining elements related to poles,
ducts, conduits, and rights of way. If Qwest is able to develop fina codts for these remaining
elements during Part D of this docket, Qwest would welcome the opportunity to provide them in a

subsequent or supplementd filing.

COLLOCATION STUDIES

ISQWEST FILING ADDITIONAL COLLOCATION COST INFORMATION AT THIS
TIME THAT WAS NOT INCLUDED IN THE COLLOCATION MODEL FILED IN

PART A OF THISDOCKET?
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A. Yes. At thistime, Qwest is filing cost data for severd eements related to collocation. These

elements are included in the following TELRIC dudies

Space Inquiry Report and Space Availability Report (Exhibit TKM-31, Study #5931)

Direct CLEC to CLEC Interconnection (Exhibit TKM-32, Study #5928)

Channd Regeneration (Exhibit TKM-33, Study #5929)

Space Optioning (Exhibit TKM-34, Study #5930)

Virtud Remote Termind Location (Exhibit TKM-35, Study #5933)

Remote Termind Collocation (Exhibit TKM-35A, Study #5932)

Exhibit TKM-28 contains a summary of the results for these cost sudies. The studies, including
cdculations and documentation, are included in my cost study workpapers. | will briefly describe

these studies below.

Q. PLEASE DESCRIBE THE SPACE INQUIRY REPORT.

A. The Space Inquiry Report is a report that provides CLECs with information regarding the existing
collocation conditions within an office.  The report provides the CLEC with (1) the number of
collocators in an office, (2) the amount of collocation space available in an office, (3) adescription

of the measures under way to make additional space available for collocation, and (4) the
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modifications in the use of gpace since the last report. The charge for the space inquiry report

applieson a“per office’ bass each time areport is requested.

PLEASE DESCRIBE THE SPACE AVAILABILITY REPORT COST STUDY.

The nonrecurring costs for the space availability report are based on costs Qwest incurs to
determine if collocation space is available. The study (Exhibit TKM-31, Study #5931) identifies
the cogts associated with work performed in the Common Systems Planning Engineering Center
(CSPEC) and the Infragtructure Avallability Center (IAC). The tasks that are involved in
developing and preparing these reports include verifying exiging conditions in the centrd office,

identifying available space and processing the report.

PLEASE DESCRIBE DIRECT CLEC-TO-CLEC INTERCONNECTION.

CLEC-to-CLEC Interconnection adlows one CLEC to directly interconnect with another CLEC
within the same Qwest centrd office” CLEC-to-CLEC connections are dso available when a
CLEC with multiple collocations in the same office wishes to connect those collocations. CLEC-
to-CLEC Interconnection may involve physcd to physica, physcd to virtud, or virtud to virtud

collocation. The types of CLEC-to-CLEC connections are described in the testimony of Robert

" As described in the testimony of Mr. Kennedy, a CLEC can also order CLEC-to-CLEC cross connections, using an
intermediate distribution frame. This arrangement utilizes Commission-determined rates for Interconnection Tie Pairs
(ITPs), the costs of which were part of the Collocation study presented in Part A of this docket.
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F. Kennedy. The differences between physicd and virtud collocation arrangements are dso

described in more detail in Mr. Kennedy' s testimony.

HAS QWEST PREPARED A COST STUDY FOR DIRECT CLEC-TO-CLEC

INTERCONNECTION?

Yes. Direct CLEC-to-CLEC Interconnections will include both recurring and nonrecurring codts.

The cost study that | am sponsoring devel ops codts for the following eements:

Desgn Engineering and Ingtdlation (nonrecurring)

Cable Racking (recurring)

Virtud Connections (nonrecurring, if applicable)

Cable Hole — (nonrecurring, if applicable)

Exhibit TKM-28 summarizes the results of the Direct CLEC-to-CLEC Interconnection study. The

sudy contained in Exhibit TKM-32 (Study #5928) isincluded in my cost study workpapers.

PLEASE DESCRIBE CHANNEL REGENERATION.

Channd Regenerdion is necessary when the distance from the leased physica space (for Caged or
Cagdess Physicd Collocation) or from the collocated equipment (for Virtud Collocation) to the

Qwest network is of sufficient length to require regeneration. Channel Regeneration is available as
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an option when the CLEC requests the DS1/DS3 capable loops. The regenerator reshapes and
amplifiesthe DSI/DS3 sgnd to overcome losses in wiring between dectronic equipment within the
Qwest wire center. The losses are a function of cable gauge and length. The DSL/DS3

regenerator UNE terminates on the ICDF frame, and can be ordered when the CLEC is combining

Qwest UNEs and/or connecting to its collocated equipment.

PLEASE DESCRIBE THE CHANNEL REGENERATION COST STUDY.

The Channd Regeneration study (Exhibit TKM-33, Study #5929) identifies a nonrecurring and
recurring cost for DS1 and DS3 regeneration.  The nonrecurring costs for Channel Regeneration
include the materid and labor costs associated with the repeater cards and connecting cable that
are dedicated to the CLEC. The recurring costs include the materid and labor costs associated

with the repeater bay and shelf, dong with maintenance expense for the repeater cards and cable.

PLEASE DESCRIBE SPACE OPTIONING.

Collocation Space Optioning will permit CLECs, Qwest, and Qwest affiliates to option space for
future collocation needs.  Space reservation options provide the CLEC with afirst right of refusa
on collocation space when requests are made by other parties with firm collocation orders. This
option dlows the CLEC to guarantee that space will be available when it is needed even if the

CLEC has no immediate collocation plans. However, if another party then makes a firm request
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for collocation the CLEC may decide to exercise its option and make its own firm request for

collocation, or give up the spaceif it is not able to make use of the space at that time.

PLEASE DESCRIBE THE SPACE OPTIONING COST STUDY.

The nonrecurring costs for gpace optioning are based on costs Qwest incurs to administer
collocation space option requests.  The study (Exhibit TKM-34, Study #5930) identifies costs
associated with agpplication processng, feashility determination, common space engineering,

records management, and adminigtration of the first right of refusa process.

PLEASE BRIEFLY DESCRIBE THE VIRTUAL REMOTE TERMINAL AND

REMOTE TERMINAL COLLOCATION OFFERINGS.

The Virtud Remote Termind study provides the nonrecurring rates for the maintenance of a
CLEC's collocation at a remote termind on an as-needed bass. The Virtud Remote Termina
cost study (Exhibit TKM-35, Study #5933) includes aflat rate for the service order and follow up
for each job associated with remote collocation and haf-hourly rates for engineering, maintenance,

inddlation and training.

Remote Termina Collocation offers space in available remote cabinets on a Standard Mounting
Unit (SMU) levd. An SMU is a standard measurement of vertica space, in this case 1.75 inches,

within a hardened cabinet. The CLECs are charged aflat rate on the basis of the number of SMUs
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their equipment occupies within a cabinet. The Remote Termind Collocation cost sudy (Exhibit
TKM-35A, Study #5932) includes two cost dements. collocation space; and the feeder

digtribution interface (FDI) terminations.

The nonrecurring collocation space dement includes the cost of the cabinet space, the cost of the
cabinet, and dl of the work and materids associated with placement of the cabinet and providing
access to power. The cogt sudy identifies the cost of materids, engineering, splicing, ingalation
and rights of way. The recurring cost includes maintenance costs associated with this equipment,

plus asmal portion of the power pedestal.

The nonrecurring FDI terminations (per 25 pair) dement includes the costs associated with
augmenting the FDI to provide the requested terminations.  This includes the materid, engineering
and splicing costs associated with ingdling a Serving Area Interface (“SAI”) 25 pair block, and
the materid, engineering, splicing and inddlation costs associated with the cable, conduit and
innerduct required to connect the FDI to the remote collocation cabinet. The recurring FDI

termination cost includes the maintenance cogts associated with this equipment.

HOW ARE THE REMOTE TERMINAL COLLOCATION COSTSDEVELOPED?

The Remote Termind Collocation cost study identifies the materid, engineering and ingtalation
labor costs associated with various equipment components (e.g., the cabinet, remote DSL pad,

power pedestal, etc.) needed to provide the remote terminal collocation dements. Washington's
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Commission approved factors are gpplied to the direct costs to derive the TELRIC and TELRIC

plus Common cost.

IS THERE A CHARGE FOR REMOTE TERMINAL COLLOCATION POWER

USAGE?

Yes. However, the Remote Termina Collocation cost study does not identify a cost for power
consumption, because these costs/rates were developed in the Collocation Model submitted by

Qwest and approved by the Commission during Part A of this docket.

ISQWEST FILING A COST STUDY FOR OCN TERMINATIONS?

No. Qwest isnot filing a cost study for OCn terminations because Qwest has aready included the
nonrecurring charges for OCn terminations in its recent filing of the collocation tariff. In Part A of
this docket the Commission ordered Qwest to make a compliance filing using Verizon's proposed

rates for DSO, DS1 and DS3 terminations?® Although the

8 In the Matter of the Continued Costing and Pricing of Unbundled Network Elements, Transport, and Termination,
Docket No. UT-003013, Thirteenth Supplemental Order; Part A Order Determining Prices for Line Sharing, Operations
Support Systems, and Collocation, (January 31, 2001), at 371.
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Commisson did not specify in its order that Qwest should use Verizon's rates for OCn
terminations, when Qwest made its compliance filing it submitted Verizon's rates for Fiber
terminations, along with the rates for DSO, DS1 and DS3 terminations. Qwest believes that
Verizon's nonrecurring charges for Fiber terminations and OCn terminations are equivaent
elements, therefore, there is no need to submit a cost study for OCn terminations. However,
Verizon's rates for Fiber terminations do not provide any recovery for the equipment on which the
fibersterminate. Therefore, Qwest is submitting acost sudy (Exhibit TKM-36, Study #5934) that
develops a rate for recovery of the cost of the fiber distribution frame (FDF) and fiber distribution
pand (FDP) upon which the fibers terminate, and the fiber jumpers necessary to make the

connections.

DO VERIZON'S RATES FOR DS0O, DS1 AND DS3 TERMINATIONS ALLOW FOR

RECOVERY OF EQUIPMENT?

Yes. For each of these other types of terminations, Verizon develops a recurring charge that
includes the cost of the frames upon which the terminations occur. In the case of Fiber
terminations, when Qwest’s cost anadyst examined the Verizon cost study she was unable to find a
comparable recurring rate that included such equipment costs.  Discussions with Verizon confirmed
that no such recurring cost was included in the study Verizon filed in Part A, dthough if the sudy
we re filed today it would include codts for fiber termination equipment. Verizon's nonrecurring

costs include the labor necessary for terminations, but do not include any of the costs for
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equipment. Thus, Qwest introduces an additiond eement in Part D of this docket that alows for
recovery of FDP cogts not included in the rates filed in compliance with the Commission order in

Part A.

VERTICAL FEATURES

IS QWEST PROPOSING SEPARATE (HARGES FOR VERTICAL FEATURESIN

THISPROCEEDING?

No. The Commisson edablished in the Eighth Supplementa Order,® that verticd switching
features were included in the price of the port. The Commisson determined that, based on the
way that it caculated switching cogts (using the FCC switching investment estimate derived from an
andysis of ILEC switch investment depreciation studies), its estimate of the port cost included the

cost of providing vertica features.

DOES QWEST BELIEVE THAT THE COMMISSION'S METHOD OF
DETERMINING SWITCHING COSTS CAPTURED ALL OF THE COSTS

ASSOCIATED WITH PROVIDING VERTICAL FEATURES?

9 Eighth Supplemental Order at 1281.
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A. No. As explained by the Commisson, the $150 investment per line used as the bass for
developing Qwedt’'s switching codts originated with an FCC Staff andyds of 1995 switch

invesments.® That study relied on ILEC depreciation studies showing ILEC switch

19 Eighth Supplemental Order at 1299.
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investments to determine total switching costs. However, the fixed and per line cost that the
Commission used from the FCC Staff’s gudy did not include Qwest’s capitalized lease codts that
represent the right-to-use fees Qwest pays for the additiona software needed to provision vertica
features in the switch. This is because the depreciation studies used in the FCC Staff’s study
includes switching costs recorded as investments, while the capitaized lease costs were recorded
as expense a the time of the andysis. Thus, the cost of the port derived from those depreciation
studies excludes the capitdized lease costs for software thet is criticd to the functiondity of the

vertica features.

HOW DO YOU PROPOSE TO ADDRESS THE CAPITALIZED LEASE COSTS IN

THISPROCEEDING?

Qwest has developed a separate study (Exhibit TKM-37, Study #5914) that estimates the
capitaized lease costs associated with vertical features on a“per port” bass. | propose that the
capitalized lease costs be added to the exigting analog line-side port rate of $1.34 per port. This
will result in a new port rate of $1.85 that more appropriately reflects the costs of the port and

vertica features.

ARE YOU ALSO PROPOSING COSTSFOR A NEW PORT ELEMENT?

Yes. In addition to a basc andog line-side port, Qwest proposes to offer a new premium 6-way

port for use primarily by Centrex customers. In addition to the costs for 6-way ports, this new
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premium port includes costs for Centrex Management Systems (“*CMS’) and certain other features
used for Centrex sarvices. The premium port rate is incrementd to the andog line-side port rate so
no additiond cogts for verticd features are included. However, like the andog port, the premium
port would aso include the capitdized lease costs associated with verticd features. Thus, the
premium port is caculated by adding the andog port rate of $1.85 to the incrementa port rate of
$2.00 for atotd of $3.85. The development of the premium port increment is presented in Exhibit

TKM-38 (Study #5913).

ARE YOU PROPOSING A SIMILAR STRUCTURE FOR THE DIGITAL LINE-SIDE

PORT?

Yes Thedigitd line-side port, supporting BRI 1ISDN, will be offered in both abasic and premium
port. The rate for the basic digitd line-side port includes a port rate of $8.33 developed in the cost
study (Exhibit TKM-39, Study #5854), and the capitaized lease cost of $0.51 developed in
Exhibit TKM-37 (Study #5914) for a totd of $8.83. The premium digitd line-side port is
cdculated by adding the basic port rate, including capitdized lease costs) of $8.84 to the premium

increment of $2.00 developed in Exhibit TKM-38 (Study #5913) for atotal of $10.84.

ARE YOU PROPOSING ANY OTHER RATES FOR VERTICAL FEATURES THAT
WERE NOT CAPTURED IN THE COMMISSION’'S METHOD OF DETERMINING

SWITCHING COSTS?
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Yes. One additiond feature, CLASS Cdl Trace, would not have been captured in the
Commisson’'s method of determining switching costs. The Commission’s method, which used the
FCC Staff’s depreciation studies for switching investment, would not have reflected the dements
presented in the CLASS Call Trace study (Exhibit TKM-40, Study #5912). First, the CLASS
Cdll Trace cost is developed on a “per event” bass to perform traces on calls on an as needed
bass it is not a monthly recurring charge. Second, the mgority of costs for this service are based
on the labor expenses of the people performing the traces, and the cost to store the data needed to
complete the trace.  Findly, the amount of switching cost included in the study is related to
recorded announcements that Qwest does not believe is reflected in the rates determined by the

Commisson.

DO YOU PROPOSE ANY NONRECURRING COSTS ASSOCIATED WITH

VERTICAL FEATURES?

Yes. Certan of the verticd features require additiond activities by Qwest personnd in order to
become activated in the switch. Therefore, nonrecurring charges have been developed in ENRC

(Exhibit TKM-29, Study #5923) to reflect the additional costs that result from those activities.

UNBUNDLED PACKET SWITCHING

PLEASE BRIEFLY DESCRIBE THE UNBUNDLED PACKET SWITCHING

OFFERING.
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In its Third Report and Order and Fourth Further Notice of Proposed Rulemaking, CC Docket
No. 96-98, released November 5, 1999, at paragraph 313, the FCC required packet switching to
be unbundled in certain circumstances when Qwest does not provide CLECs access to remote
termina collocation. These circumstances are discussed in detail in the direct testimony of Ms.

Madone.

In the Stuations where Qwest is required to offer packet switching, Qwest provides unbundled
packet switch interface ports at either a DS1 or DS3 leve in the centrd office. The ports are the
physical entry points into the Asynchronous Transfer Mode (“ATM”) Cdl Relay Service Network
and include the dectronic equipment used in connecting the channel to the ATM Cell Relay Service
Network. In addition, the service includes an unbundled packet switch Customer Channel that
provides the path from the remote Digitd Subscriber Line Access Multiplexer (*DSLAM”) to the
interface port, including al functiondity of the DSLAM. If the CLEC chooses to provide its own
fedility from the DSLAM to the centra office, Qwest offers an dternative to the Customer Channd
that only provides the DSLAM functionality. The recurring costs for these elements are cadculated

in Exhibit TKM-41 (Study #5918), and the results are summarized in Exhibit TKM-28.

ARE THERE NONRECURRING COSTS ASSOCIATED WITH UNBUNDLED

PACKET SWITCHING?
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Yes. Nonrecurring costs for the work activitiesinvolved in provisoning the DSI/DS3 ATM switch
interface port(s) necessary to connect the unbundled packet switch Customer Channe are
cdculated in the ENRC (Exhibit TKM-29, Study #5923). Nonrecurring costs are aso calculated
in study #5923 for work activities necessary to connect the unbundled packet switch Customer
Channel and the didtribution subloop at an established FCP arrangement. The nonrecurring
charges vary depending on the way the CLEC chooses to purchase the distribution subloop. Ms.
Malone discusses three possible dternatives the CLECs have to purchase distribution plant, elther

from Qwest or from another CLEC.

HIGH CAPACITY LOOPS

DID QWEST FILE COST STUDIES FOR HIGH CAPACITY LOOPS IN PART B OF

THISDOCKET?

Yes. Qwest filed cost studies in Part B for DS1 and DS3 capable loops to address the costs of
providing high capacity loops as required by the FCC in its UNE Remand Order.** As part of its
ongoing 271 Workshop process, Qwest has aso agreed to provide CLECs with rates for OCn
capable loops. Thus, in Pat D, Qwest will address the costs associated with providing this

additiond category of high capacity loops.

' 1n the Matter of Implementation of the Local Competition Provisions of the Telecommunications Act of 1996, Third
Report and Order and Fourth Further Notice of Proposed Rulemaking, CC Docket No. 96-98, rel eased November 5, 1999,

at 1176.



10

11

12

13

14

15

16

17

Docket No. UT-003013, Part D

Direct Testimony of TeresaK. Million
Exhibit TKM-T26

November 7, 2001

Page 33

PLEASE BRIEFLY DESCRIBE OCN LOOPS.

OCn capable loops are digita transmission paths that trangport bi-directiond high capacity
SONET (Synchronous Optica Network) sgnds a varying rates of sgnding capecity. For
example, OC3 is a SONET channd equd to three DS3s. The transmisson path runs from a
Qwest Serving Wire Center (SWC) Network Interface (NI) to the end user NI located at the end
user’s premises within the serving area of the SWC. The ingtdled investments for OCn loops are
calculated in the NAC modd with investment inputs for fiber from LoopMod. The cost study for

OCn capable loopsisincluded as Exhibit TKM-42 (Study #5889).

MISCELLANEOUSADDITIONAL ELEMENTS

THE ATTACHMENT A TO THE COMMISSION'S TWENTY-SIXTH
SUPPLEMENTAL ORDER IN THISPROCEEDING LISTSISSUESFOR PART D. IS

QWEST SUBMITTING COST STUDIESFOR ALL OF THOSE ISSUES?

No. For example, the Attachment A lists “ Category 11 mechanized record charge” as an issue for
congderation, however, Qwest is not submitting a cost sudy for this dement a this time. The
reason for not submitting this study at thistime is that Qwest’s cost analyst is working with product
management to change the cost study to reflect changes and updates to the product going forward.

Therefore, Qwest’s postion is that this study should be deferred to a later docket. Qwest also
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believes that the study for “Daily Usage Record File€’ should be deferred to a later proceeding.

This study is undergoing changes, as wdll.

IS THIS THE SAME REASON THAT QWEST IS NOT SUBMITTING A COST

STUDY FOR THE “TROUBLE ISOLATION CHARGE” ?

No. Asexplained in greater detail in Mr. Kennedy’ s testimony, there is no separate cost study for
trouble isolation. The rates for trouble isolation are the same as the rates that are devel oped under

“Miscdlaneous Charges’ in my exhibit TKM-28 (Study #5923).

WHAT IS QWEST’'S REASON FOR NOT SUBMITTING COST STUDIESFOR “DS0,
DS1 AND DS3 BASIC INSTALLATION WITH COOPERATIVE TESTING” AS

LISTED IN THE COMMISSION'SATTACHMENT A?

Again, as described by Mr. Kennedy, Qwest has developed or proposed rates in previous
proceedings for basic indalation with performance testing that are the same rates that apply for

basc ingalation with cooperative testing.

IS QWEST SUBMITTING COST STUDIESFOR “DIRECTORY ASSISTANCE” AND

“CALL BRANDING” LISTED IN THE COMMISSION’SATTACHMENT A?
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No. As discussed by Qwest in Part B of this docket, the question of what it means for Qwest to
provide nondiscriminatory access to these eements is a matter of lega interpretation of the Act.
Qwest believes that the FCC's UNE Remand Order exempts Operator Services and Directory
Asssgtance from TELRIC pricing as an unbundled network eement so long as Qwest provides
CLECs with access to customized routing.*? If an dement is exempt from TELRIC pricing under

the FCC' srules, Qwest believes that it has the right to price such services at market rates.

In the Part B proceeding, Qwest dso argued that the FCC did not specify in its order that access
to customized routing had to be provided at standard TELRIC rates. In fact, the custom nature of
customized routing makes a solid case for ICB (individual case basis) rates. Neverthdess, in Part
D, Qwes is submitting standard nonrecurring rates for developing line class codes on a per-line-
class-code basis, and ingtdling line class codes into switches on a per-switch basis. These charges
are developed in the ENRC, Exhibit TKM-29, Study #5923. It will be up to the CLEC to
determine how many line class codes are necessary and in how many switches it wants them
ingaled. All other customized routing will continue to be priced as ICB. With sandard TELRIC
pricing of customized routing in place, it is difficult to imagine how the rates for Operator Services

and Directory Assistance could still be a matter for debate.

ARE THERE ADDITIONAL STUDIES THAT QWEST ISSUBMITTING THAT YOU

HAVE NOT DISCUSSED IN THISTESTIMONY?

2 UNE Remand Order at 1441.
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Yes. Asl gated a the beginning of this testimony, | have only highlighted certain dements with this
tesimony. Qwest is submitting a number of additionad cost studies, dong with the models and
workpapers that support them, that address the remaining issues lised on the Commisson’s

Attachment A. The studies, and their corresponding exhibit numbers, are asfollows.

Exhibit TKM-43: Dark Fiber (Study #5907);

Exhibit TKM-44: DS1 Port (Study #5637);

Exhibit TKM-45: DS0 Port (Study #5638);

Exhibit TKM-46: PRI Port (Study #5853);

Exhibit TKM-47: DID/PBX Port (Study #5870);

Exhibit TKM-48: 8XX Database Query (Study #5871); and

Exhibit TKM-49: SS7 Signaling (Study #5636).

CONCLUSION

PLEASE SUMMARIZE YOUR TESTIMONY.

Qwest has aright under the Act to seek recovery for the UNEs that it is required to provide to the
CLECs. Qwest's TELRIC dudies properly apply the FCC's TELRIC principles. For the UNEs
and interconnection services included in Part D of this docket, | have submitted recurring and

nonrecurring TELRIC cost studies. The Commission should set prices for unbundled network
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elemerts based on the TELRIC data summarized in the TELRIC Cost Summary (Exhibit TKM-

28) to my testimony.

DOESTHISCONCLUDE YOUR TESTIMONY?

Yes, it does.
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